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Re: Chronology of Events Related to Huffman for Congress / Documentation

Dear Mr. Calvert: i
-o

Please find enclosed the Chronology of Events and Documents related^to pulimarrjtor
Congress and, specifically, the improper campaign loan we have discussed witfejand d^£|osc£ to
your office. I had hoped to also develop and obtain sworn affidavits to submit at ti)e samj£timS; but I
have not had the opportunity to prepare those this week. "-^ *~

I am going to be out of the office the week of August 9 but will be returning on August 16,
2004. If you need assistance or information during my absence, please send an email to
cmitchell(S>.folev.com and I will respond at the earliest opportunity.

We have filed our amended reports disclosing all transactions including the source of the
June 17, 2004 loan. As indicated earlier, I worked with Adam Ragan of the Reports Analysis
Division who was very helpful in instructing us as to how to properly report the transactions related
to all the candidate's loan(s) to the campaign.

I will look forward to hearing from you. My clients and I stand ready to provide whatever
assistance we can to your office in order to resolve this matter promptly. Thank you again for your
cooperation.

Sincerely,

Cleta Mitchell, Esq.
Counsel to Huffman for Congress and David
Huffman

Enclosures
cc: Mr. David Huffman
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Chronology of Events

1. On March 30,2004, David Huffman obtained a loan of $100,000 from People's State Bank
("People's") and purchased a certificate of deposit from People's on the same day collateralizing
the loan. The People's loan was for 90 days at the People's prime interest rate.

Documentation:
Promissory Note, People's State Bank signed by David Huffman
Collateral Agreements
Certificate of Deposit

2. David Huffman's intent was to provide the certificate of deposit to the campaign for use as
needed, but not to be spent unless needed.

3. The certificate of deposit was not put into the name of the campaign but remained in the name
of David Huffman, individually, and was on deposit at People's until July 19,2004. The
Committee was not aware that the certificate of deposit was in the name of the candidate rather
than the name of the Committee.

4. The certificate of deposit was reported by the campaign as cash on hand in its April 2004
quarterly report.

Documentation: See FEC Report, April Quarterly, 2004 (as filed on April 15,2004)

5. In early June, 2004, Dean Proctor, Finance Chairman for the Huffman for Congress
campaign, approached two banks and bankers about making a loan to David Huffman for use in
the campaign and each of the bankers approached by Dean Proctor expressed his willingness to
make a loan to David Huffman for his campaign.

6. Because David Huffman was traveling out of town often during the month of June, Dean
Proctor decided as a matter of convenience to draw down on his personal line of credit at BB&T
and make the funds available to David Huffman for the campaign, and when the candidate had
time, they would complete the necessary paperwork to move the loan to David Huffman, the
original intended borrower.

7. On June 15,2004, Dean Proctor withdrew $100,000 from his personal line of credit at BB&T.
The check was made payable to Dean Proctor, who endorsed the check and gave the check to
David Huffman, who deposited the funds in his personal bank account at First Citizens Bank on
June 17,2004. David Huffman then wrote a check to the Huffman for Congress campaign from
his personal bank account in the amount of $100,000.00, which the campaign recorded as a loan
from David Huffman to the campaign.

Documentation:
BB&T Check - payable to Dean Proctor
BB&T Check - endorsed by Dean Proctor, check deposited to Huffman's

personal account at Citizens Bank
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Check from First Citizens Bank, drawn on David Huffman account -
payable to Huffman for Congress

8. The People's loan was renewed on June 30 for 90 days (or until September 30,2004) and a
new promissory note for $100,000 was signed by David Huffman. The People's certificate of
deposit was released by the bank as collateral for its loan, such that the loan is currently
unsecured and is made at People's prime interest rate.

Documentation:
Renewed Promissory Note from David Huffman to Peoples State Bank
Release of Collateral
Certificate of Deposit - Name of David Huffman

9. On Saturday, July 17,2004, Gaye Watts, the finance director for an opposing Republican
primary candidate's campaign, came to Dean Proctor's home to talk with him about David
Huffman's campaign loans.

10. Dean Proctor told Ms. Watts that he (Dean) had arranged for the loan, believing that doing
so was perfectly legal and appropriate. Dean Proctor was told by his friend that it was illegal for
him to have made the loan and for David Huffman and the campaign to have received the loan.

11. Dean Proctor was not aware until that time of any restrictions on loans to federal candidates
for use by their campaigns.

12. That same day, July 17,2004, Dean Proctor called Brian Chatman, a consultant to the
Huffman for Congress campaign and asked whether there might be some problem with the loan
to the campaign, reciting the conversation with Ms. Watts.

13. On July 18,2004, the following day, Mr. Chatman and Jamie Parsons discussed whether
they had made a legal mistake with regard to the loan. Mr. Parsons requested that Mr. Chatman
recommend an FEC attorney to advise the campaign, the candidate and all involved as to
whether there were indeed any problems with the loan(s).

14. On July 18,2004, Brian Chatman contacted counsel and arranged for a conference call with
counsel, Brian Chatman, Jamie Parsons, Dean Proctor, and David Huffman to advise them
regarding the loan. After outlining the details of the transaction(s), they learned that the loan was
not made in accordance with the requirements of federal law and FEC regulations.

15. The first banking day thereafter, Monday, July 19,2004, David Huffman cashed the
certificate of deposit and used the proceeds to repay the loan from Dean Proctor, who in turn
repaid his personal line of credit at BB&T Bank ("BB&T").

Documentation:
Cashiers Check from People's State Bank to Huffman for Congress
Check from Huffman for Congress to David Huffman
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Cashiers Check from David Huffman's bank, First Citizens, payable to
Dean Proctor

Cashiers check to Dean Proctor delivered to BB&T, repaying Dean
Proctor's personal line of credit

16. On July 19,2004, David Huffman secured a $150,000 personal line of credit from BB&T.
The loan is to be secured by his personal residence but a closing date for that transaction has not
yet occurred. The loan is unsecured in the interim.

Documentation:
BB&T Documents re: David Huffman $150,000 line of credit

17. On July 20,2004, Cleta Mitchell, retained as Counsel for the Committee, the candidate and
Dean Proctor, contacted the FEC Office of General Counsel and advised the General Counsel
that there were problems with a loan to the candidate and the Committee, and requested a
meeting with the Office of General Counsel to fully disclose to the FEC the issues and problems
related to the loan.

Documentation:
July 20, 2004 Letter from Cleta Mitchell to Lawrence Norton, General
Counsel of Federal Election Commission

18. On July 27,2004, David Huffman drew down $100,000 on his BB&T line of credit and
loaned the funds to the campaign.

Documentation:
July 27,2004 - Check from BB&T to David Huffman, endorsed by David
Huffman and deposited by campaign on July 27,2004

19. The Committee has been working with the Reports Analysis Division since early July to
amend the previously filed FEC reports and schedules to properly report and disclose all
transactions related to the campaign. There have been other problems associated with the FEC
reporting software (unrelated to the loans) regarding the FEC reports and which the Committee
has been working diligently to resolve in order that the FEC reports are filed properly.

20. On July 30,2004, David Huffman, Dean Proctor, Jamie Parsons and counsel met with the
Office of General Counsel in Washington, D.C. at the Commission's offices and disclosed the
facts and circumstances regarding the loan(s), the repayment and the reporting issues.

Documentation:
August 2,2004 - letter from Cleta Mitchell to Lawrence Calvert, FEC

21. On August 5, 2004, the Committee amended its April Quarterly report, its July Quarterly /
pre-primary report and filed its pre-runoff report, disclosing all transactions related to the
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campaign since inception, in full compliance with FEC reporting requirements, and after
consulting with the FEC regarding the proper way to disclose and report all transactions

Documentation: See FEC Filings on August 5,2004:
Amendments to April Quarterly, July Quarterly Reports
Pre-Runoff Report

L/l
Ml

•H

o

002.1243154.1



SIMPLE INTEREST
PROMISSORY NOTE

flllfj|

SECURITY AGREEMENT

COPY

IxJBRumber
Reference Number
Date 03-3
Loan Amount
Maturity Date 06-3

FOR MONEY BORROWED die Borrowers) jigninj below (bercinaAer 'Borrow' whether one or more), joindy and acveraDy. promiid »pay to
PEOPLES BANK _ (hereinafter "Bank"), or order, at uy office of Bank, die principal torn of
One Hundred Tbouwnd wd 00/100 " Dollars a 100.000.00 ).phuiatftmt
from and toduding 03*303004 atthentcof
per year, on die unpaid balance until paid. AH interest ealcnlationa will be baied on a 360
Payment shall be made) u follows:

^ One Principal paymeui of 5100,000.00 and all accrued Interest

. day year.

If nw Borrower has obtained credit nfe tasunnce and/or credit disability insurance, die payment
dw Borrower agrees to pay.

PAID BY RENEWAL

JUL2-MOM

«r fanfa afrftvg fajCtmfr* *» p**J«lBff» % IMf* iniwm!*. H^

The amount of me final payment required •> discharge die mdelnednesi in full may be different from any final payment amount set form above because die schedule
set forth above assumes thai all amounts will be pkl on exaa ovw dans, tnd imcien wul accrue daily oo die principal balance cuBuadiag. If dus obligation has a
variable me, dks Anal payment amount may also be increased or decreased a* a result of changes in die interest rate. Notwithstanding anydung in mis Promissory
Norn to die contrary, unless woner due and payable ponurat m dn Biros of this Promh*ory Note, all remainine unpaid principal, interem and other sums evidenced
by drii Promissory Note snail be due and payable In full on dw Maturity Date set forth above.

D (Checked if appttcable.) la the event periodic accmals of interest shall exceed die periodic fixed payment amount, die fixed payment amount shall be Hm*HMJy
mnrratsd. or additional supplemental payments required on die same periodic bans as ipecificd berdn (fncreaied fixed payments or supplemental payments, n be
beesoiuMm the Banl^s MtedisiTcitaO.m io«b an
nmresc from previous periods. Such adjustments m tie fixed payment amount or supplemental paymena shall remain m effect Jbr so bong aa the interest accruals
shall exceed die original fixed payment amount and shall be further adjusted upward or downward to reflect change) in die variable huercst rate. In no event shall
dks fixed paynett amount be reduced below die original fixed payment amount specified above.

The purpose of ft* toon » BUSINESS INVESTMENT - Business Use .
8 SingteAdvanee! Borrower wfll receive all of mis principal sum on Qp.so.ino4 . No ftddnJOnsl advances ate eomemotaed under this Promissory Nofc.
Q Muldnle Advance: Tbe principal sum shown above hi die maxhanm anount of principaJ Bo

On Boirower will receive me amount of S and lutuie princ^wl advanaes are coniernpbtod.
The dnw for makinf paymana li of die encnce. UnleH odwrwtp: agreed or required by law, emch paymeni shaU be applied in such order and manner as me Bank
nay elect to unpaid interest, fees, premiums, odwr cbargn and to principal. Prepayments may, at die Bank's discretion, be applied in reverse order of dw daces
periodic peytuusB are due.
IB Variable Rate Tenu. (Checked If applicable.) If cheeked, tbis loanhai a variable interest rate, and the pwiaionj tel form hi diie parapuph are applteable.
Whenueed as a variable ran, 'Prisne Rase' means dw "Prtau ton'duienaori by dw Bank torn tuna u
ian ebartcd by die Bank n 1» borrowers. When vsed as a variable rate. -WSJ Prime Raft" mctni me Trime Rate'puWiihcri to d« 'Money Roes" leoion of die
WtUStnaJvwntt, Eastern EAun; provided, however, if more dwioee 'FthnelUK'is so published, dwblciirst "Mmetav'iball bensed. IVhnemiaobUeation
contains a variable rafc it is oxreed mat the rate win ehansje

daflvaiofdiedattdHidie Pegptoi Bank's Prime Bane changes.

D eiBf die first day of the calendar o-oarter next tet^inhig after e^ own recent change hi die,
CApplkmUe box is checked. If no box b checked, die me wffl change doily as of die date die applicable index chinfjes.) The mteren me shall not exceed
maximpm rate authorized by appUcable law.

Senility Incerwt: AM •ecuriry for die payment of all mdebtedocea evidenced by diii Pranibsory Note, me payment of all other present, enstlnf or nnure debts of
any Borrower ta Bank and the performance of all omcr obligations of any Borrower to Bank, Borrower hereby Brims to die Bank a aeeuriiy suerest hi all amonB
on depofa with die Bank or owed » OK Borrower by dw Bank, and Borrower and each person or cutty signing this Promatory Norn end Security Atreemem as a
Grantor (oerdnafter "Gamer", wbetber one or nore) hereby JTIM to teBwki Security IncBmt in til of the property ("CoJlsiexal") described beta*, end tofedur
also win in proceeds of die Collateral (kicmding mflaance proceeds and unearned premiums) and all parti or accessories now or hereafter attached to tangible
Couausral. Notwkhstandin| anydUnf herein m the contrary, if die CbQateral described betow consists of propeny which will be mod aa the principal dwelling of any
Borrower, then such Collaten) shall only secure die indebtedntu and ofter obHgaobos evidenced by mil Promissory Nuas and thaU not secure any other present,
RKHiiny or ftnue debts of any BORDWCT.
D«cripdonofCollaiend. PEOMfS BANKCEKT. OF DEPOSIT MssHssf^nî  NAME OP L DAVID HUFFMAN ~

destrocfkw vim poJicke accepobk to the Bank and payable to die owner of such Collateral and Bank u dielr mfereit may appear. Bank may act u aaoraey in
•oJuidDc end canceling air/tuca BOTTOWBT and Granior appoimBarias Adrittoraey mfeawexecunj
any financmfi aasemnni or odier doounem, or do any aa which Bank deems necessary to protect or realise neon IB interest in die Collaienl.

Borrower and Gramor agree: Not n> diipoae of dw ColUtcral without Bank's consent: u keep me Colltwal free from Beoe; unless ii is delivered ro me Bank, me
Collateral wU be toptorindpsJly at oleado^ess of dieown^
wimowBenbip of the Collamral; and that me Collaienl will not be changed, mirased. used for iAegal puiposes or allowed to dewtionw. rwsonabk weir and ttar
excepted. Unless omenrise agreed nehtaer me Borrower nor any Gramnr wOl affix tangible Colbteral to real property or TO omer peoonal property.
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___. _. » MOCK eivMeod is declared. oranvnodciplfanMi^ph»ht« «uh*-rih*W«n*4 »n •wt.'A r̂*. f,vf ^gh
.•.ĵ  ^uyiy cnooned and dehveied to die Bank is addmonal Collateral. Brow* and GranurwflliJMfu^ art dsUvern

••ttuTOiaiyn TO Bank and uacconJinccwtt Binkcm,>tfaBprin«,rmT]MietTli.iTlfK»1>r ptftMtnyOll^W'iitfe^OfflMfhTffrTOrMl
GtanHrteocsceountofdieBonaweTaiiditnta
balance of die principal of die debt evidenced by dus Framisaory Note, and increaic any periodic paymcaBpropontoaaicly. Toe Buk may assign ttis Proniiiory Now in
Secuttfy Agreement and dc assignee dull be cukkdiotUhsbQaivlrnaedJetlKreuDiier.
Grounds for Ddtaltc Borrower stall be la deftuk upon (») faihiie of any Borrower or Gnmor t> pay any amainx due to the Bank as agned, (b) aonamiiUancevridi o
jwnpedbnninceof «y Borrower's or Grantor's obligations, affirmation, warranties or agneoKfia attcunder or under any other immanent or ifitemenieucml by air.
Borrower or (kaito hi favor of feBaiiknw
secu^ agyaemjent or alignment, (c) die dead*, or declaration of idcorapetency.of any individndBonower or any guansuoror ofli«r penoaor «ndty obUpiedto pay du
iodebBdncu evidenced hfin^y (or dm diiwaHnian.BQernr or reotKxnbaooaaf any corponie Borrower Or my corpontc auixaiUDror otfur penonor entiiy obbfued o p»j
duliiftbcbdaesicnribtaf^hcnby),^
byormgalntt my Borrower or Grantor or guaraniDr or other penon or entiiy obhgattd n pay the teinbnidrtnM evidenced hertby. 0) datarmiAitloiiby Ae Baak that an
inJonoaoonittpplifldto dw Baw by dus Botrawst' or GnmBr or aoy luanunorin ooonecdoiiwini nil credit ii wutstiXLy nlM or !ncftnt?htf t f£) fry a^iBff*' ftlTi*^ it) latitqf
orcoa^y«4&tennwofuyauifaiivttraeaidutin^rofto
Bnk deeming taelf taaean.
Rencdle* XJ^onDtfautt: Vpoolhc occurrence of a defailb ihe Bank may, wioiottCAOttee, declare iB aniounUd^ h«nwidcr. and i^^
teBubimiwdnnalydueandpayebte. Allanvwntidueio o^ Bank eftar o^ Bank declaw Boerowcr in o«£nih shdl bear taenw ai W*
excess of the naajmumxtiB iDowcdby law. UpnqiuchdelauUChe Bank ihafl have >Q hfihttandiemediec available under die law. Jbrtndtogbut DQI tanked to all ng^ta tod
mmedfac tmtorAe IlaHhfiH rhmm^pjial <><• «M Hir Ranlr may ̂ i^r «pf». HflrrowM-'. ̂  f^.tmvr'. pnamlM. hj gfc». pffM^gtffff ?f ^ Cft'̂ Ta1 ** rt"^*T fc '""ff*'* Bank

nay dlcpON of Collnn^ wtdun or wnliotte 4di Sine at publk or (nivatt ia^
at the sale. If die Gollauni is sold, nodee of such sate (or notice of dw date after which a private sate nay be conducted) Shalt teposndor ntilod to die Borrower or my
OnmoT. ai their bm known tddresi, n lean five busineis days btlbre such sale, aediny such powimw Battue abdl cooniiutereMonablaiwaaeoradveriMntf. UpoDtkfiailt,
Borrower acnes n pay die Bank such reasonable ittorDeyfcttas may be aHowai by )»w. Borrower will also pay all reuonabte costs (inrJiKHnjattiniey feei) Incurred by die
Bank io e»nrctoin; {is righB and nxnediBi hamnder nganjlesi of whcttier suk h coonaanced, indudine any costs of reposwaiint. xatog or proncnng die CoDaferal. or

«fbredaas upon or ukc any oner action wid* retpea so tfw CaUoJMl; however. If dka Bank does
diipettlirefamrfBcterno todtargeihe eadjtii^bSfldneaicvklBncadheiiay (indudini, wntonr
rsbaJlrenu& obligated 10 pay any suehdeftitaioyw JnioldtiiDaS&aUodierrighniand

id by ippacaUe lawi wUbout advance nonce

•toe Bank's imeren dwrcin. TneBank ihall have no
•11 or ay pan of OK CoUmenl, and dia net proceeiu

doa,aBnmeysftaaiand other ooUeedna eatpensei), dan the Bono
renedtapnvia^tDtheBankberetaorbyhworequ^
« ai^ Booower, a^ Oiinttr or other perioo. nny KI off nal ao^
at any dme owing by die Bank to or fcc (he credit of any Borrower or any panyobUa«tedtopaythteFnjndnoryNateorinypoftlond«efeof.
Lite Chntfen Unless oxb Promissory Noes is payable ta a single paymera, and not by ttttbUbnentiof faMnen or principal and ioMiet̂  Borrower agrea to pay a hue lee of
4* of die unountof any pajmentunpaid (or 15 dayi or more after me end of *e calendar month n which such payment is due (or 30 day* or more after die end of vuch nonh
•f inttreflt b paid in advance.)

rt Any Mime of u^ Bank to declare a deunb,6TOdMrw^
remedy. All parties m dds Promissory Note and Security Agreement, including each Borrower, each Grantor and any suretus, endoisen, or guaraatorsherfiby waive protest.
uroeanfincK, notice of dishonor and aUodxer notices xemjtoedbylsw, All parties agree ID remain boaiaiaeitinidernorwiduandteg any reheat of other panic*, me release or
SUirenderof collatenl. or any exoenaionof time for payment. He validity, intenretatioaaiidenforcenKDiof dais PromliKryNovandSeeurfcy Agreement shad be in accordance
wtoNonh Carolina law.
Thii Promuiory NOB and Security Agreement is delivered in and shall be construed under dw internal tows and Judicial decisions of die Sacs of Norm, Carolina, and, to die
extent die same may be applicable, me laws of me United Sates. In any Hdgstionin connection wid» or m enforce Oils Promissory NOB and Secariiy Agreement against any
peno^ indDdlnsV MI not bsted to, an^
of die Sang of NbrmCinHne 01 the United Sums count located in OK Sass of Norm Carolina, and eKpreMfy waives any objection 01 so venue in any nicn eouru, and agreec
to wrvice of process nay be nuoeooatichoUi^
eoniained berett Shell, tewcver^p^eveotdift Bank w
adiy odjcr staie or jurisdiction or
IN TESTIMONY

not obttgaied n nay piindpal or mierest
or oaer agnemenO

inal Junsdtodonby any other means available by appBcable law.
orrower and Gramorhai execoted this Agreement uder seal, and each Boirower and Grantor which is not an individual hu
by to dHily authorised offiixr, parew or man
appearing beside the name of web penon or entity,

BORROWERS:

.(SEAL)

JSEAL)

(SEAL) JSEAL)

Name of CorporattoA

By:

Name or CorpontioA

By:
Prnideni

Atsm
.Secrcary (Corponie Seal)

Attest
Secretary (Corporate Seal)

Name of1 Ptrmershfr ?r I Jnrifd Inability Company

BY:

By:

By:

Bv:

FINANCIAL cotavrtNS. me, PN-I pit-n (3/97)

(SEAL) By:

(SEAL) By: ^

(SEAL) By:

(SEAL) By: m r

(SEAL) By:

Page Itf 2 P«iu

(SBAL)

^(SEAU

{SEAL)

(SEAL)

(SEAL)
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•̂ "̂ ^ î  *^^^ ^T^^ ^L ^^taL_ ̂ ^^ ^^ fllk..^^ >0l i •• fA

ce br ttoM dDforiMn dud ID OBI. Hue D *»• ""*••»? K

tatp OB* copy of ^

WiU OK
D win D will not HcnMitar

(tobriorlx
The

prid UU *e BMBktqr d^B tjcdfkri •bove,

MATURITY V'

mo for ttto BBBOMI i
of 2.000. %.Tb* me wfl] be

• Wfll OvlDBOl
T OWNERSEBFt Yoo kwi
>M below.

taacaucM VtodhndMi D tom ACCOM-No SurvtvooUp *._.»—_*
D Tnw 9qma Apttaww D«ofl
D

(•ttnMkiiy. A«Abjjnwilof iaumiwffl iB4BMonlB«i. i. tto

Q IT you dote jov Boeottot before (mot k cndM. yoa vU DM Q

•w by MMbWB9| • jokv
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OF DEPOSIT ACCoSh1

TO: PEOPLES BANK
420 WEST A STREET

SM*7
Loan Number,
Refereuce'Number
Date 03-30-:

NC 28658 Loan Amount lOO.OOO.OO

FOR VALUE REOBIVEDfiheui¥lersi£jie4(whethe™ _
(hereiiBlter 'Bank") as security for die payment of a promissory note or other .debt obligation of the. following

I DAVID HUFFMAN
bavins a principal amount or credit limit of 5 ^OO.pOO.OO

d Assigned 5 Account! of

D Assigned $ . Account (T of

DAssimedS Account # of

QAssicne4S Account* of

SI Certificate of Deposit issued by $tyi£S4£pK
renewals, roB overs, extensions or proceeds therefrom. Value $

D Certificate of Deposit issued by
renewals, roll oven, extensions or proceeds Therefrom. Value S

Q Certificate of Deposit Issued by

• (hereinafter "Borrower"*
Bfl of even date herewith; D dated > . the following:

at

at

at

at

Number •••ejlj dawd
100.000.00

, Number dated

. Number dated
renewals, roll overs, extensions or proceeds iherefrora. Value $

D Certificate of Deposit issued by _
renewals, roll overs, extensions or proceeds dierefrom. Value S

The Accounts) and/or Certificate^) of Deposit referenced above is/are

, Number dated

hereinafter referred 10 as 'Deposit Account

9

QMO-2004 , tocedier wifli all

. toRether with all

. together with all

. together with all

<«)"•
The assignment shall be a continuing ooc and shall be effective for any renewals or extensions of sums due by the Borrower under the promissory note
or other debt obligation referenced above until all amounts due to die Bank secured by this assignment have been paidj in full. The Bank's security interest
in die Deposit Accounu» referenced above shall also serve as security for ihe payment of any other debts or liabilities of me Borrower to die Bank now
in existence or hereafter arising. The undersigned hereby agrees that this Assignment shall be unaffected by 0) the .extension of additional indebtedness
13 Borrower by Bank which is secured hereby, (ii) any change, aberatioa, renewal, extension, tennmatioh, compromise, surrender, waiver or release with
reaped lo any obligation secured hereby, (iii) any release substitution, modification, waiver or other action taken with respect TO any other party who may
be liable for any obligation secured hereby or wim respect to any other collateral which, might secure any such obligation.

The uodersigied hereby irrevocably authorizes and empowers ite Bank at any time, in fas own name or in the name of die undersigned, ID demand, apply
for withdrawal, receive add give acqntaanra for any and all sums which are or wfl] become due and payable under said Deposit Accounts), and to execute
airy and all instnanenCi required dierefbr, and to apply such monies toward payment of the Indebtedness secured by <hii Assignment in such order of
application as me Bank may determine, all without notice 10 the undersigned. The financial institution whose Deposit Accounts) are hereby assigned to
hereby specifically authorized and directed on demand of die Bank to pay said account and all monies hereby assigned directly to the Bank. Until this
Assignment has been releaaed-ty a wrkjjijg delivered by (he Bank to such financial institution, die undersigned shall have DO right to make any withdrawals
from any such

(SEAL)

{SEAL)
(Owner)

TOR BANK USB ONLY

Bank Certification: The above assignment has been properly recorded on all applicable computer records.
____^_______ . Bank Official. day of

Acknowledgment by other Financial Institution: We acknowledge receipt of your notice of assignment and agree to resuict withdrawal* from and after
ibis dale and ID hold the Deposit Account(i) solely for the benefit of Bank until Bank's notice to us of Bank's release of such Deposit Accounts).

By-.
Name of Financial Institution

day of.

Notice of Eaksoe of Deposit Account^): This is to advise the acknowledging financial institution referenced above mat mis Assignment of Deposit
Accounts) is hereby released Dy Bank, i

Dans:

'lNAHOALCOKPUmG.WC. ADA (507)
Bank Official COPY
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420WESTASTMET W SIMPLE LNTEREST ufftomber
P.O. BOX467 PROMISSORY NOTE Reference NumberT4fj
XnPWTOM Tuna*** ^^^^~NEWTON, NC 28658 Dwe 06-30-2004
Borrower^): * Loan Amount - 100.000.00
^ffigJjjjL— /~*j~\r3\/ Maturity Daic M-28-2004
^Bwro^WlHa^^ I*CJ|^ •

FOR MONEY BORROWED the undersigned (hereinafter 'Borrower1 whether one or more), jointly and severally, promises to pay GO
Jheremafter 'Bank"), or order, at any office of Bank, the principal sum of

One Hundred Thousand md 00/100 Dollar* (S 100.000.00 ). phis tateren from and
including 06-30-2004 at the rate of Peoples Bank's Prime Rate
per year, on the unpaid balance until paid. All interest calculations will be bated on a 360 day year.
Payment shall be made ai follow

Oae Principal payment of SlOO.QOQ.00 and all acciued (merest
due on 09-28-2004.

If (be Borrower has obtained credit life insurance and/or credit disability insurance, the payment amount set form above includes die premium for such insurance,
which d» Borrower agrees to pay.

The amount of die final payment required to discharge the indebtedness in full may be different from any final payment amount set form above because the
schedule SBC form above assumes mat all amounts will be paid on exact due dates, and interest will accrue daily on the principal balance outstanding. If this
obligation has a variable rate, me final payment amount may also be increased or decreased u a result of changes in the interest rate, rfonvithsnuding anything
0 mis Promissory Note to the contnry, unless sooner due and payable pursuant to the terms of this Promissory Note, all remaining unpaid principal, interest
sod other sums evidenced by this Promissory Note shall be due and payable in lull on the Maturity Date set forth above.

D (Checked If applicable.) In the event periodic accruals of interest shall exceed any periodic fixed payment amount described above, me fixed payment amouot
shall be fauujedlatnry mcraased, or additional •wppIemenbU interest payments iwmlred on the same periodic basis u specified above (increased fixed Or
nu^lcinenialpirynienatobedetB^
to fa period and all accruals of unpaid fauercot from previous periods. Such adjustments to rf« fixed ptynjemainc«m or supplemcnial payments shall remain
in effect for as long as the interest accruals shall exceed die original fixed payment amount and shall be farther adjusted upward or downward to reflect the
changes m the variable interest me. la no event shall me fixed payroenx be reduced below the original fixed payment amount specified above.

D This Promissory Note Is secured by N. A.
dated

The purpose of this loan is BUSINESSlNVESTMENT - Business Use
IB Single Advance: Borrower wffl receive all of mis nrincioal sum on Ofi-M-^QQA No additional advances are eonsempuasd under this Promissory Nwe.
D Mntdpk Advance: The principal sum shown above is mt muhnMi amount of principal Borrower can borrow under mis Promissory Note.

On ,^_________^ Borrower will receive die •mourn of>_ and future principal advances are contemplated.

As lecurity for me payment of all present, existing or future debts to Bank. Borrower hereby grants to Bank a security interest fax all amount* on deposit with
me Bank or owed to Borrower by the Bank. TTierin* for nuking paymenu is of the ewcnce. Unless otherwise agreed or required by law. each payment shall
be applied in such order and manner as UK Bank may elect to unpaid interest, fees, premiums, other charges and to principal. Prepayments may. at the Bank1*
discretion, be applied in reverse order of the dates periodic paymennj are due.

fil Variable Rate Term*. (Checked if applicable.) If cheeked, mis loan has a variable intent* rare, and the proviaioni ML form m m« paragraph are applicable.
When wed u a variable rate, • Prime Rate* means tbe "Prime Rate" designated by the Bank from time to time as ns "Prime Rate", which is not necessarily
UM lowest rate charged by the Bank to in borrowers. When used as a variable rate, "WSJ Prime Rate" means the "Prime Rate* published m me "Money Rates"
Section of me wnfl Street Journal. Eastern £db1«n; provided, however, if more man one 'Prime Rant" to so published, the highest "Prime Rasa" shall be used.
Where this obligation contains a variable rare k is agreed mat the rate wDI change

B daflv as of me date mat toe Peopiy Bank'. Prima BMC changes,
O as of the first day of me calendar month next following the most recent change in the m^_________^_____^_______ or
Q asof die first day of the cakndar carter next teginnmg ate to

(Applicable box is checked. If no box is checked, the rate will change daily as of die date me applicable index changes.) Tbe interest rate snail not exceed die
maximum rate authorised by applicable law.

Borrower shall be in default upon (a) failure of any Borrower to pay any aiuount due to the Bank as agreed, (b) failure of any Borrower to comply with any other
obligation to die Bank now cxining or hereafter arising, including, without limitation, nay failure 10 comply with die requirements obligations, warranties or
agreements set forth in my loan agreement, loan commitmeni. promissoiy note, deed of trust, security agreement, assignment or any over agreement with ihe
Bank, (c) the death, or declaration of incompetency, of any individual Borrower or any guarantor or other person or entity obligated to pay the indebtedness
evidenced Hereby (or the dissolution, merger or reorganization of airy corporate Borrower or any corporate guarantor or other person or entity obligated to pay
me mdebtedness evidenced hereby), (d) loss or destruction of any collateral securing payment to the Bank, (e) the filing of any petition in bankruptcy
reorganixation, or insolvency by or against any Borrower or guarantor or other person or entity obligated to pay the mdebtedness evidenced hereby, (f)
determination by the Bank nut any tafbraankn supplied to tbe Bank by the Borrower or any guarantor in comw.fon with mil credit it materially false or
tncoraplete, (g) determmatioo by be Bank that the prospect of payment of mis obligation is impaired, (h) any guarantor failing m satisfy or comply whh the terms
of any guaranty agreement m favor of the Bank, or (i) if Bank deeming itself insecure. Upon determination by me Bank of the existence of any such \

Initial*



mi ueiiuuc, me MO* may, wunout notice, declare all amoums due bereunder, andnoocr any odia obligation w UK Bank, inmedbiery due and payable. Any ftflun
t WlheBoi]kiDdedaTCa4cfiBuh.ortooo^ shall not amtuto a waiver by (he Bank of any such right or remedy
• All amounts due ID die Bank after me Bink declares Borrower in default shall bear interest u 16* per uunim until paid, but not in excess of die maximum ran

allowed by law. In addition to ill other rights and remedies provided to ibefiank herein or by law or equity, tat the event of a default hereunto-, tbe Hank, to the
fblkn extent .permitted by applicable law, wi^^

, and all dcpoiio at any time held and any (Mher indebtedness at any time owing by the Bank to or for toe credit of any Borrower or any party obligated 10 pay this
Promiiaory Note or any portion djercof.

Upon default, and regardless of whedier wft it commenced, Borrower agrees to pay fee Bank such reasonable aucrocy Ices u
expenaet icuonably incurred by nte Bank (including attorney fees) in exercising ita rights or remedies. enforcing in rights against others, or in itoring, protecting.
or repossessing any collateral.

Uolas this PnxmsMiyhfcra it payable in a sio^
oftheamounota^piynieotpulduebrlSdayvorBaoffe. All panics to Ai« Promissory Nous, including each Borrower and iny sureties, endon«rs, or juaraoeors
heteby waive pronn. preienoaent, notice afdiahono^

AQ paniea »grae u reinani boinid hef«md iowand^

Any fcllurt of die Bank 10 declve a defiuli. or otnerwlse exercise any right or remedy available to h. shall not cooacttuie a wdwr by me Bank of any tuch right
or remedy. All parries a> this Promissory Note and Security Agreemenc, including each Borrower, each Grantor and any sureties, endorsers, or guammn hereby
waive pnxest, prescnoncnt, notice of dWionor and all other notices required by law. All parties agree 10 remain bound hereonder notwimanndmg any release of
other parfM.Aeiclease or surrender of colUK^ The validity, interpreadon and enforcement of rids Promissory Note and
Security Agrcemeot shall be in accordance with Nordi Carolina law.

TWs Promissory Nbtt is delrveredrn and ihaUte
nay be applicable, die laws of me United States. In any litigation in conocctfon with or wenfb^
to, any maker, surety, fuaransor, or endorser, each such obligor irrevocably consents to and confers personal Jurisdiction on the courts of die State of Noah Carolina
or me United States coura locaied fa die State of North Carolina, and expressly waives any objections as to venue in any such courts, and agrees dun service of
process may be made on such obligor by matting a copy of die sunumns and complaint to them by registered or certified mail, realm receipc requested . Nothing
contained herein shall, however, prevent die Bank or any odier holder or dus Promissory Note from bringing any action or exercising any rights within any other
state or jurisdiction or from obtaining personal jurisdiction by any other means available by applicable law.

IN TESTIMONY WHEREOF, each individual Borrower has executed this Agreement under seal, and each Borrower which is not an individual has caused this
Agreement to be executed under seal by its duly authorized officer, partner or manager and each person or eothy signing which is not a corporation adopis ss die
seal of such person or entity die word "(SEAL)" appearing beside die name of i

Witness

Witness

Witness

(SEAL)

.(SEAL)

.(SEAL)

Witness
(SEAL)

Attest
Secretary (Corporate Seal)

Name of Corporation

By:
President

Witness

Witness

Witness

Witness

Witness

FINANCIAL COMPUTING. MC. PH-2 (3/97)

Name of Partnership or Limited Liability Company

By:

By:

By:

_(SEAL)

_(SEAL)

.(SEAL)

By:.

By:.

.(SEAL)

_(SEAL)

(SEAL)

Page 2 of 2 Pages



COLLATERAL CHANGE DOCUMENT
ADDITIONAL, SUBSTITUTED AND/OR RELEASE OF COLLATERAL

PEOPLES BANK
Date: June 30,2004

Debtor's Name: L David Huffman Notetf

Newton, NC 2868

The undersigned acknowledges receipt from you of the personal property describ
and/or substituted collateral for the personal property originally delivered. It is under?
terras and provisions of the Original Note and Security Agreement executed by the undersigned'

March 30,2004 covering the personal property originally delivered shall apply to the
personal property now delivered and shall continue in full force and effect,

COLLATERAL RECEIVED AS ADDITIONAL AND/OR SUBSTITUTED

Signature of Owner(s) and Debtors): Company
.(seal)
(seal)
(seal)

By.
By:

COLLATERAL RELEASED

Hie Bank hereby releases and the undersigned acknowledge receipt of the following collateral:
Collateral released is as follows: Certificate of Deposit̂ ^^^^1 in the name of L. David Huffman

Signature of QjKnet(s) and Debtors):

^f^ _
"L/ David ..Huff i

I agree to pay to Peoples Bank an Addition/Substitution of Co!

Company
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Borrower; LAWRENCE DAVID HUFFMAhfP

Account Number:

' Address)

NEWTON. NC 28658-0000 HB&T
Notsj Number:.

HICKQEY

_DOOD1

North Carolina

Date: Julv 19. 20Q4

PROMISSORY NOTE
THE UNDERSIGNED REPRESENTS THAT THE LOAN EVIDENCED HEREBY IS BEING OBTAINED FOR BUSINESS/COMMERCIAL OR
AGRICULTURAL PURPOSES. For value received, the undersigned, jointly and severally. If more then one. promisee to pay to BRANCH BANKING
AND TRUST COMPANY, s North Caroline bsnkfng corporsiion (the "Bonk"), or order, at any of Bank's offices in the above referenced eJiy lor such
ether piece or places ss mey be hereafter designated by Bank), the sum of
ONF HHNr>RPn PISTV THntJSANn nni

Oollara t$ 1SO.OOO.OO _). in Immediately available coin or currency
of the United States of America.

I | Borrower ahall pay a prepayment penalty as set forth In the Prepayment Penalty Addendum ettsched hereto.

Interest shall accrue from the date hereof on the unpeld principal balance outstanding from time to time at the:
1 Fixed rata of % par annum.

]£] Variable rata of the Bank'a Prime Rets plus I.QQQ % per snnum to be adjusted p,iiv as the Bank's
Prime Rata changes. if checked haraj^j. the interest rete will not exceed eln) fx~| fixed | ) sveraga maximum race of 9t or
s 1 Ifioatlno msximum rate of the greater of * or the Bank's Prime Rets: anoTne Interest rate will not decreaae oelow a fixed
minimum rats of %. If an average maximum /ste Is specified, a determination of any required reimbursement of interest by Bank
will be made: | [whan Note Is repaid In full by Borrower f~~l annually beginning on __________________________ •
Fixed rate of % per annum through

to s variable rate equal to the Bank's Prime Rate plus
__________ ss such Prime Rate ehenges.

which automatieelly converts on
per ennum which ahaN be sdjustsd

Principal and Interest are payable as follows
Principsl (plus sny accrued Interest net otherwise scheduled herein})
Principal plus accrued Interest J
Payable In consecutive ________________ Installments of I I Principal

' I Principal and intarest

is dus in full et maturity on QB/18/2O04

and continued on the same day of each celendar period thereafter, in
all remaining principal and accruad Interest dua on

ommencing on

equsl payments of • with one final payment of

f I CholcaLlna Payment Option: 296 of outstanding balance is payable monthly commencing on
and continuing on The same dey of each month theresfter. with one flnsl payment of ell remaining prlnclpel end accrued interest due
on ___________________________________ •

commencing onF I Accrued interest is psyebla end continuing on ths same dsy of
each calender period thereefter, with one final payment of all remaining Interest due on _______________
Bank reserves the right in Its sole disorstlon to adjust the fixed peyment due here under

day
on

maintain sn
amortization period of no more than
ratas inereese.

end -continuing on the same day of each oa'andar period thereefter. In order to
_ months from ths date of this Note. Borrower understands the peyment may increase If interest

(~~""1 Prior to en event of default. Borrower may borrow, repay, and reborrow hsrsunder pursuant to the terms of the Loan Agreement, hereinafter
-- defined.

r~~l Borrower hereby authorises Benk to automatically debit from Its demand deposit or ssvlngs aocouni(s) with Bank, any payment(e) due underI 1 this Note on the dete(a) due.

The underaigned shad pay to Bank a late faa In The amount of four percent (4%) of any installment past due for fifteen (15) or mom
days. Whan any instalment payment is past duo for fifteen (16) or more daya. subaaQuant payments ahall first ba appliad to the past dua
balance. In addition, the undersigned ahall pay to Bank a returned) payment fee If the undersigned or any other obligor hereon makes any
payment at any time by check or other Instrument, or by any electronic means, which la returned to Bank because of nonpayment due to
nonaufflsient funds.

All interest shall ba computed and charged for the actual number of daya elapaed on the beais of a year consisting of three hundred
sixty f3BO) days. In the event periodic accruals of Interest ahall exceed any periodic fixed peyment amount described ebove, the fixed
payment amount shell be Immediately increased, or additional supplemental Interest payments required on the same periodic baala as
specified above (inereaaed fixed payments or supplemental payments to be determined In the Bank's sole discretion), in such amounts and
at such times ss shell be necessary to pay alt accruals of inte/ast for the period end all accruals of unpeld Interest from previous periods.
Such edjustmenta to the fixed payment amount or aupplamantal payments shall remain in effect for ao long as the intarest accruals shall
exceed the origins! fixed peyment amount and shall be further adjuated upward or downward to reflect ehenges in the verieble interest
rats; provided thst unless elected otherwise above, the fixed payment amount ahall not be reduced below the orlglnel fixed payment
emount. However. Bank shall have the right, fn its sole dieeratlon, to lower the fixed payment amount below the original payment amount.

Thla note ("NOTE") is given by the underaigned in connection with the following agreements (If any) between tha undersigned and
ths Bank:

Dead(s) of Trust / Mortgagela) granted In favor of Bank as beneficiary / mortgagee:

[__J dated _________-_____-______ 'n Iha rnaximum principal smoum of • '

granted by

"] deted

granted by

in the meximum principal amount of I
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Security Agreementls) g/sntlng a socurit̂ skrest to Bsnk:

dsted given by

I 1 daMtf given by_

[ 1 Securities Account Hedge and Security Agreement dated __^_ executed by

Control A,grsoment(e) dried — . covering | | Deposit Account!.) QJ investment Property
: | I Lstter Ol Crcdh Rights f lEtoCIfOnte Chanel Paper

1—1 Assignment of Certificate of Deposit, Security Agreement, and Power of Attorney <for Certificated Certificates of Deposit) del**

• • . executed by — _ ' .

I 1 Pledge end Security Agreement for Publlofy Traded Carriflcetod Securities dated m . executed
by _____

L—I Aaelgnment of Life Insurance Policy aa Collateral dated _ , executed by

I—I ln»n AqrMmant datad m*mnn*A hy •_-,,«%.-.-- .~4 | | Guarantor (a).

All of the terme. oondhloru and eovananta of the above described agreements (the "Agreements'! era expressly mede e part of thia Note
by reference in the aame manner and with the same effect ee If aet forth heroin at length end any holder of this Note is entitled to the benefits ol
end remedlee provided In the Agreements and any other agreement* by end between the undersigned end the Bank.

No deley or omlaaien on the pert of the holder in exercising any right hereunder shell operate as a waiver of auoh right or of any other
right of euch holder, nor shall any delay, omission or waiver on any one occasion be deemed e bar to or waiver of the same or of any other right
on any future occasion. Every one of the undersigned and every endorser or guarantor of this note regardless of the time, order or place of
signing weivea presentment, demand, proteat end notice* of every kind and saaenta to any one or more extenalona or postponement* of the time
of payment or eny other Indulgences, to any substitutions, exchanges or releaaes of collateral If at any time them be available to the nok*e'
collateral for this note, and to the additions or releaaea of any other parties or persons primarily or secondarily liable.

The failure to psy sny part of the principal or Interest when due on this Note or to fully perform any covenant, obligation or warranty on this
or on eny other liability to the Bank by any one or more of the undersigned, by any affiliate of the undersigned (as defined in 11USC Section
(1011 (2)). or by any guarantor or surety of this Note laald affiliate, guarantor, or surety ere herein called Obligor): or if any financial statement or
other representation made to the Bsnk by any of the undersigned or any Obligor shall ba found to be materially incorrect or incomplete; or in the
•vent of a default under any of the Agreements or sny other obligation of any of the undersigned or sny Obligor; or in the ovom the Bank
demands that the undersigned eocure or provide additional security for Its obligations under this Note end security deemed adequate and
sufficient by the Bank !• not given whan demanded; or In the event one or more of the undersigned or eny Obligor shall die. terminals it*
existence, allow the appointment of a receiver for eny pen: of Ha property, make en assignment for the benefit of creditors, or where •
proceeding under benkruptcy or Insolvency laws la Initiated by or against any of the undersigned or any Obligor; or In the event the Bank should
otherwiae deem itself. Its security interest, or any collateral unsafe or Insecure; or should the Bank In good faith believe that the prospect oi
payment or other performance Is Impaired; or if there Is an attachment, execution, or other iudidel selsure of all or any portion of the Borrower's
or sny Obligor's esssts. Including en action or proceeding to selie any funds on deposit with the Bank, end such soiiurs >s not dlschsrged within
20 dsys; or W final judgment for the peyment of money shell be rendered sgslnst the Borrower or any Obligor which is not covered by insurance
and shsH remain undischarged for a parted of 30 daya unless such Judgment or execution thareon is effectively stayed; or the Termination nt any
guaranty agreement given hi connection with this Note, then any one of the asms shall be a materiel default hereunder and this Note and other
debts due the Bank by any on* or more of undersigned ahaN immediately become due end psysble at the option of the Bank without notice or
demand of anv kind, which are hereby waived. From and after any event of default hereunder. intereat shall aecruo on the sum of the principal
balance and accrued Interest than outstanding at the variable rate equal to the Bank's Prime Rate plus 5% per annum I "Default Rate") until such
principal and interest have been paid In full, provided that such rate ahail not exceed et eny time the highest race of interest permitted by tin
laws of the State of North Carolina; and further provided that such rate shall also apply after judgement. In addition, upon default, the Bank may
pursue its full legal remedies at law or equity, and the bslance dua hereunder may be charged against any obligation of the Bank to *ny party
Including any Obligor. Bank shall net ba obligated to accept *ny cheek, money order, or other payment Instrument marked "payment in full' on
eny disputed amount dua hereunder. and Bank expressly reserves the right to reject ell such peyment Instruments. Borrower agrees that tender
of he check or other peyment Instrument mo meiked will not satisfy or discharge Its obligation under this Note, disputed or otherwiae. even if
such Qheok or payment Instrument la inadvertently proeaaaed by Bank unless In fact such payment la In fact sufficient to pay the amount dus
hereundvr.

Unless otherwise required under a Loan Agreement. If applicable, and as long aa any Indebtedness evidenced by ihii Noic remains
outstanding or ss long as Bsnk remains obligated to mske advances, the undersigned snail furnish annually an updated financial statement in .1
form satisfactory to Bank, which, when delivered shall be the property of the Bank.

Pane 2 of -»
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I
The term "Prime RAM." if used herein, means the rate of lmara»t per annum announced by the Benk from time to time and adopted ae Ita

Prim* Rate. The Prime Rete Is on* of several rate indexes employed by the Bank when extending credit, and not necessarily tHe lowest raw. Any

change In the Interest rate reaultlng from a change in the Bank's Prime Rate shall become effective ee of the opening of business on the effective

date of the ohange. If this Note Is placed with an attorney for collection, the undersigned agrees to pay, In addition to principal, interest end lete

fees. If eny. all costs of collection, including but not limited to reesonable attorneys' fees. AN obligations of the undareigned and of any Obligor

ahall bind hie heirs, executors, admlnietraiora. successors, and/or esslgne. Use of the masculine pronoun herein shall include the feminine and the

neuter, and also the plural. If more than one party ahall execute this Note, the term "undersigned" ea used herein ahall meen sN the parties aignlng

this Note end each of them, end eN such parties shsll be jointly and severally obligated hereunde*. Wherever possible, each provision of this Note

shall be interpreted In such s menner to be effective and valid under applicable lew, but If any provision of this Not* •hall b> prohibited by or

Invalid under such law, such provision shall be Ineffective but only to the extent of such prohibition or invalidity, without invalidating the

remainder of such provision or the remaining provisions of this Note. All of the undersigned hereby welva ell exemptions end homestead laws.

The proceeds of the loan evidenced by this Note mey be paid to. any one or more of the undaraignad.

Rom time to time the maturity date of this Note may be extended, or this Note may be renewed in whole or In pan. or a new note of different

form may be substituted for this Note, or the rate of Interest may be modified, or Change* may be made in consideration of loan extensions, end

the holder hereof, from time to time may weive or surrender, either in whole or in pert any rights, guaranties, eecured Intereat. or liens, given for

the benefit of the. holder In connection with the payment and the scouring the payment of this Note; but no such occurrence shall In eny menner

affect, limit, modify, or otherwise Impelr eny rights, guaranties or security of the holder not specifically waived, released, or surrendered in

writing, nor shall the undersigned, or any obligor, either primarily or contingently, be released by reason of the occurrence of eny such event. The

holder hereof, from time to time, shall heve the unlimited right to release eny person who might be liable hereon, end auoh reieeee ehell not affect

or discharge the liability of eny other person who is or might be liable hereon. No waivers and modifications ahall be valid unleaa In writing and

aigned by the Bank. The Benk may, at ha option, charge any fees for the modification, renewal, axtenalon. or amendment of eny of the terms of

the Note permitted by N.C.G.S.a. 24-1.1. In case of e conflict between the terms of this Note and the Loen Agreement or Commitment Letter

issued in connection herewith, the priority of controlling terms shell be first this Note, then the Loan Agreement, end then the Commitment Letter.

This Note shall be governed by end construed In accordance with the laws of North Carolina.

CREDIT LIFE AND DISABILITY INSURANCE

Subject to certain underwriting criteria and limitations. INDIVIDUAL BORROWERS AND ADDITIONAL CO-MAKERS HAVE THE RIGHT TO
REQUEST CREDIT LIF6 AND DISABILITY INSURANCE PROTECTION FOR THIS LOAN. One or (wo Borrowara/Co-makora may be covered by
BB&T Credit Life Insurance and one Borrower/Co-maker may be covered by BB&T Credit Disability Insurance. However, the purchase of credit
life and credit disability Insurance from the Bank Is not a condition of obtaining thia loan.

I. the undersigned, desire the credit Insurance with the cost and terms described below end promise to psy the premium el such
insurance coverage. I understand that I may cancel this credit insurance at any time. I repreacnt that, to the best of my knowledge, I
am In good hearth and am Insurable.

| | Product I : Complete the following:

CREDIT LIFE INSURANCE Effective Dste Term In Mos. Amount Financed Intereat Rate Credit Life Premium

| I Single
Joint

Level
Decreasing

Monthly Benefit Amount Credit Disability PremiumCREDIT DISABILITY INSURANCE
Effective Oste end Terms In MOB.
Same es Credit Life Insurance Above

J J
Credit Disability Insurance is subject to a 14-day elimination period and a SO-momh maximum benefit period. Only the Borrower or
Co-Maker who aigna tho flrat line under "Signaiurels) of insured" is covered by Credit Disability Insurance.

Date of Birth SignaTura(al of Insured Total Credit Life end Disability
Insurance Premium

Signature of Primary Insured

Signature of Secondary Insured

(SIGNATURES ON FOLLOWING PAGE)

Pun* fl nf *
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• BB&T "
PROMISSORY NOTE SIGNATURE PAGE

Borrows: LAWMNCB PA VIP MITFFMAM

Account Number: ̂  Note Nurnbar. OOQOI

Note Amount: • 150.000.0Q DHM: n7/]9rinna

mute, at Htaht ta Caov of ABnr«i««i; if a 1-4 family residential dwelling it pledged •• collateral for thii Not*, you. irto und*rsign«d. h»ve B right to
• copy of th* rail Mtata •pprtfeU raport uttd.ln connaetlon wlih your application for credit, tf you wfort to roe*iv« a copy, pltaso novty m writing
tn* branch office where you epolied for credit. You mwet forward your raqueit to the Bank no later than BO devi after the daw of this Notv. in
your roqueat letter, pleaae provide your name, mailing addroae. eppraiaed property eddraae, the date of ihla More, and the Account and Note
Mumbore anown on the front of th>a Note.

IN WITNESS WHEREOF, the undersigned, on the day and yeer first written above, has caused this note to be executed under seer.

rM
t Iff Borrower la a Corporation:
PXi

Ml
HI
CD WITNESS:

MMM OB CORPORATION

By: (SEAL)

Title:

By: —(SEAL)

Title:

If Borrower !• B Partnership, Limited Liability Company, Limited Liability Partnership or
Limited Liability Limited Partnership:

WITNESS: '. ue. u» on UL>

By:
GiNfHAL pAftTNeR OR MANAGGB

By: fSEAL)
CBMCMAL PAKTMfH OH MAMA6CA

By:
OCMCNAL *A*TN(li O" MAKACI1

If Borrower la an tadjvidual

!̂I

"7

Additional Co-makers
WITNESS{

Page « of 4
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:FOLEY
July 20,2004

VIA FACSIMILE 12021219-0108

FOLCY4LARDNEHLLF
ATTORNEYS AT LAW

WASHINGTON HARBOUR
3000 K STREET. N.W., SUITE 500
WASHINGTON, D.C. 20007-5143
202.672.5300 TEL
202.672.5399 FAX
www.fol9y.com

WRITER'S DIRECT LINE
202,295.4081
cmlteheiiClfoiiy.com EMAIL

CLIENT/MATTER NUMBER
999100-0101

Mr. Lawrence Norton
General Counsel
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re: Huffman for Congress; Lawrence David Huffman

Dear Mr. Norton:

This letter is to follow up on our telephone conversation earlier today regarding the above-
referenced committee. Huffman for Congress is the principal authorized campaign committee for
Lawrence David Huffman, candidate for the Republican nomination for the U.S. House of
Representatives for the 10th District of North Carolina. ("Committee").

I was contacted and then retained day before yesterday by leaders of the Committee and Mr.
Huffman seeking help with some problems with the Committee's FEC report. During the course of
those discussions, I inquired regarding the loans from Mr. Huffman to his campaign and, based upon
the facts presented to me at that time, I advised the Committee and Mr. Huffman that it appeared that
one of the loans reported to the Commission had not been handled in accordance with Commission
regulations and applicable provisions of FECA.

There was no intent to circumvent or violate the law in the matter of the mishandled loan.
Rather, this is the first federal campaign for the individuals involved and they were simply unaware
of the restrictions in federal law regarding loans for the benefit of federal campaigns. Upon my
advice, the Committee and Mr. Huffman immediately took steps yesterday morning and repaid the
loan at issue.



:FOLEY
July 20,2004

VIA FACSIMILE (202) 219-0108

FOLEY t LARDNER LLP
ATTORNEYS AT LAW

WASHINGTON HARBOUR
3000 K STREET. N.W., SUITE 500
WASHINGTON. D.C. 20007-5143
202.672.5300 TEL
202.672.5399 FAX
www.foley.com

WRITER'S DIRECT LINE
202.295.4081
cmitchellOfoley.com EMAIL

CLIENT/MATTER NUMBER
999100-0101

Mr. Lawrence Norton
General Counsel
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re: Huffman for Congress; Lawrence David Huffman

Dear Mr. Norton:

This letter is to follow up on our telephone conversation earlier today regarding the above-
referenced committee. Huffman for Congress is the principal authorized campaign committee for
Lawrence David Huffman, candidate for the Republican nomination for the U.S. House of
Representatives for the 10th District of North Carolina. ("Committee1').

I was contacted and then retained day before yesterday by leaders of the Committee and Mr.
Huffman seeking help with some problems with the Committee's FEC report. During the course of
those discussions, I inquired regarding the loans from Mr. Huffman to his campaign and, based upon
the facts presented to me at that time, I advised the Committee and Mr. Huffman that it appeared that
one of the loans reported to the Commission had not been handled in accordance with Commission
regulations and applicable provisions of FECA.

There was no intent to circumvent or violate the law in the matter of the mishandled loan.
Rather, this is the first federal campaign for the individuals involved and they were simply unaware
of the restrictions in federal law regarding loans for the benefit of federal campaigns. Upon my
advice, the Committee and Mr. Huffman immediately took steps yesterday morning and repaid the
loan at issue.

We are taking steps now to amend the FEC reports to properly disclose the source(s) of the
loan which was repaid yesterday and no longer exists, but which did exist for a period of a few
weeks.

In addition, the Committee leadership and Mr. Huffman requested my assistance in
immediately advising the Commission of their error and asking for the opportunity to seek the
Commission's guidance regarding this matter, which was the reason for my call earlier this
afternoon.

BRUSSELS
CHICAGO
DETROIT
JACKSONVILLE

LOS ANGELES
MADISON
MILWAUKEE
NEW YORK

ORLANDO
SACRAMENTO
SAN DIEGO
SAN DIEGO/DEL MAR

SAN FRANCISCO
SILICON VALLEY
TALLAHASSEE
TAMPA

TOKYO
WASHINGTON. D.C.
WEST PALM BEACH 002.1235487.1
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Mr. Lawrence Norton
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The purpose of my letter is to request a meeting with you and/or your staff at the earliest
possible date and to present to your office the details of what has transpired and what has been done
so far to correct previous errors. I would stress again that there was no intent to circumvent the law
and, upon learning of the FECA requirements governing loans for the benefit of federal campaigns,
the individuals associated with the Committee and Mr. Huffman have been dedicated to doing
everything in their power to correct the problems.

I am available this week to meet preliminarily with your office should that be convenient for
you. Then I am out of state Monday through Wednesday of next week (July 26-28) but could meet
later in the week or the following week (July 29,30 or August 2 - 6).

Should you wish to have Mr. Huffman and /or representatives of the Committee present, that
can be arranged as well. Since they will be traveling from North Carolina, we would need some
advance notice regarding the meeting date and time. They will certainly make themselves available
to accommodate your schedule.

The intent here is to fully disclose all transactions and events to the Commission in order that
a proper remedy can be determined and to insure that all appropriate steps are being taken to identify
and then rectify the errors.

Please contact me at (202) 295-4081 to schedule the meeting or to advise me of any other
steps we should take in the interim.

Thank you for your prompt response. Your assistance is greatly appreciated

Sincerely,

Cleta Mitchell, Esq.
Counsel to Huffman for Congress and
Lawrence David Huffman

cc: Mr. Lawrence David Huffman

002.1235487.1
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BMT Branch Banking & Trust Co.

1062ndSUeetNW(2B601)
P.O. Box 459
Hickory, NC 2B603
(828) 304-5000

July 29,2004

OcneSigmon
Sigmon, Sigmon ft Isenhower
Attorney At Law
26 West A St.
Newton, NC 286S8

Dear Mr. Sigmon:

BB&T ("Bank") has agreed to lend $150,000.00 to Lawrence David Huffman and Diane B. Huffman
(Borrower^)") for a business loanlmeofcrediLjhe loan will be secured by a 1 st Deed of Trust on their
personal residence located at J^^fjj^^ff Newton, NC. The borrower hag requested that your
office handle the closing of this loan. When a closing date is set, please allow a couple of days for
documents to be cent to you.

The following documents are to be prepared for execution at the loan closing. Those preceded by an
asterisk will be provided by the Bank.

* 1 Original Note executed by Borrower for the amount of $ 150,000.00.
* 2 Deed of Trust for the amouni of S 1 30,000.00 on BB&T Bank's form to be received

within 20 days
3 Title insurance in the amount of $ 1 50.000.00 to be received within 20 days of closing
4 No loan fee
5 Flood certification fee of S9.00
6. Proof of Hazard insurance indicating BB&T « first lien holder and mail to BB&T

Insurance Center, PO Box 2S610-C, Charlotte, NC 28229. (send copy of binder to
Brenda Hodge)

* 7. Cashiers check in the amount of $
8. Return loan document* to the Bonk immediately after closing. Please do not hold

closing package until recorded documents and title Insurance are received.

PLEASE MAKE CERTAIN ALL DOCUMENTS ARE PROPERLY WITNESSED

Please arrange with the Borrower for your fees and all oiher closing expenses including but not limited to:
any fees for title examinations, surveys, document recordation. and payment of any insurance premium*.
Please call our office for further instructions if there is any variance. If you have any questions, please do
not hesitate to call Brenda Hodge at (828)304-5107 or me at (828)304-5104.

Sincerely,

Michael B. Dockcry
Vice President
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CLIENT/MATTER NUMBER
045955-0101

Mr. Lawrence L. Calvert, Jr.
Deputy Associate General Counsel for Enforcement
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re: Huffman for Congress, C00398776

Dear Mr. Calvert:

This is to follow up on the meeting Friday afternoon, July 30, 2004 at your office. Thank
you for taking time to meet with my clients David Huffman, Dean Proctor and the Huffman for
Congress committee ("the Committee"), represented by its Chairman, Jamie Parsons and me.

We appreciate your prompt response in meeting with us so that we could explain the
circumstances and facts surrounding the improper loan to the Committee on June 17, 2004. As my
clients said on Friday, the failure to abide by the provisions of the Federal Election Campaign Act of
1971, as amended ("FECA" or "the Act") and the Commission's regulations governing loans to
candidates and campaign committees was not intentional, but rather was a result of lack of
knowledge of the legal requirements for obtaining such loans.

We are in the process now of gathering all documents related to the transaction(s) at issue as
well as developing a chronology of the facts, sworn statements and whatever other information will
be of assistance to you in reviewing this matter and ascertaining the appropriate penalties and
remedies.

In addition, I spoke at length this morning with the Reports Analysis Division of the
Commission and the Committee and I are working with that office to be certain that we amend all
previously filed reports properly and that the pre-runoff report due to be filed this Thursday, August
5,2004 is completely accurate.

As of this writing, we have not yet received formal notice of any FEC Complaint filed
against the Committee, the candidate or any other person associated with the Committee or the
campaign. My clients' actions have been and continue to be completely voluntary and are taken in
the spirit of correcting any and all errors and fully disclosing all transactions in accordance with
applicable law.

BRUSSELS LOS ANGELES ORLANDO SAN FRANCISCO TOKYO
CHICAGO MADISON SACRAMENTO SILICON VALLEY WASHINGTON. D.C. nnt
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Mr. Lawrence L. Calvert, Jr.
August 2, 2004
Page 2

It is my hope that we can submit to your office this week the documentation necessary for
you to proceed in reviewing and processing this matter to the next stage.

I will be leaving on vacation on Saturday, August 7, 2004 and returning to the office on
. Monday, August 16, 2004. Hopefully, you will have received the package of materials from the

Committee before my departure in order to allow your office to review the information during my
absence. If there is a problem in finalizing the materials before I leave, I will be certain to advise

^ you of the delay and the reasons for it.
Kl
*"f Thank you again for your cooperation and assistance. If you need further information, please
C" do not hesitate to contact me at (202) 295-408 1 .
•"«
*T
«r Sincerely,
CO

Cleta Mitchell, Esq.
Counsel to Huffman for Congress, et al.

cc: Mr. David Huffman
Mr. Dean Proctor
Mr. Jamie Parsons

002.1241747.1


